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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:17 a.m.: 

EXAMINER STOGNER: At t h i s time I w i l l c a l l t h i s 

hearing t o order, Docket Number 13-00. Please note today's 

date, Thursday, May 18th. I'm Michael Stogner, appointed 

Hearing Examiner, f o r today's cases. 

At t h i s time I w i l l C a l l Case Number 12,399. 

MS. HEBERT: A p p l i c a t i o n of EOG Resources, I n c . , 

f o r approval of a p i l o t w a t e r f l o o d p r o j e c t i n the North Red 

H i l l s U n i t , Lea County, New Mexico. 

EXAMINER STOGNER: At t h i s time i ' l l c a l l f o r 

appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent EOG Resources i n t h i s 

matter. 

I would also request a t t h i s time, Mr. Examiner, 

t h a t you c a l l the f o l l o w i n g case, Case 12,329, which i s 

also an A p p l i c a t i o n of EOG f o r approval of a u n i t 

agreement, and we'd request t h a t the cases be con s o l i d a t e d 

f o r the purpose of the hearing. 

EXAMINER STOGNER: Are there any other 

appearances i n Case 12,399? 

At t h i s time I ' l l c a l l Case Number 12,329. 

MS. HEBERT: A p p l i c a t i o n of EOG Resources, I n c . , 
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f o r a u n i t agreement, Lea County, New Mexico. 

MR. CARR: May i t please the Examiner, I have two 

witnesses who need t o be sworn. 

EXAMINER STOGNER: Okay, these two cases w i l l be 

consol i d a t e d f o r purposes of testimony. 

W i l l the witnesses please stand t o be sworn a t 

t h i s time? 

(Thereupon, the witnesses were sworn.) 

MR. CARR: At t h i s time, Mr. Stogner, we would 

c a l l L a r r y D. Cunningham. 

EXAMINER STOGNER: Mr. Carr? 

LARRY D. CUNNINGHAM, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 

please? 

A. Larry Don Cunningham. 

Q. Mr. Cunningham, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. EOG Resources, Inc. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have, i t ' s been a number of years. 

Q. Would you summarize your educational background 

f o r Mr. Stogner? 

A. I have a BBA i n finance and r e a l e s t a t e from the 

U n i v e r s i t y of North Texas i n 1978. 

Q. And since graduation, f o r whom have you worked? 

A. Two years w i t h Texaco, 17 years w i t h M i t c h e l l 

Energy Corporation, and three years w i t h EOG Resources. 

Q. And a t a l l times have you been employed as a 

petroleum landman? 

A. Yes, s i r , I have. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n s f i l e d i n 

these consolidated cases? 

A. Yes, s i r , I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands 

i n v o l v e d i n the proposed North Red H i l l s U n i t area? 

A. Yes, s i r , I am. 

Q. Are you f a m i l i a r w i t h EOG Resources' e f f o r t s t o 

reach v o l u n t a r y agreement w i t h other i n t e r e s t owners i n the 

u n i t area f o r the f u r t h e r development of these lands? 

A. Yes, s i r , I am. 

Q. And are you also f a m i l i a r w i t h the proposed u n i t 

agreement and the u n i t operating agreement and the s t a t u s 

of the r a t i f i c a t i o n of these agreements and t h i s u n i t plan? 

A. Yes, s i r , I am. 

STEVEN T. BRENNER, CCR 
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MR. CARR: We tender Mr. Cunningham as an expert 

witness i n petroleum land matters. 

EXAMINER STOGNER: Mr. Cunningham i s so 

q u a l i f i e d . 

Q. (By Mr. Carr) Would you b r i e f l y summcirize f o r 

Mr. Stogner what i t i s t h a t EOG seeks i n these cases? 

A. EOG seeks the v o l u n t a r y u n i t i z a t i o n o f the 

proposed North Red H i l l s U n i t area, comprised of 3 555.81 

acres of s t a t e and f e d e r a l lands, and also t he approval of 

a p i l o t w a t e r f l o o d p r o j e c t f o r s a i d u n i t . 

Q. Mr. Cunningham, what i s the s t a t u s of the acreage 

i n the proposed u n i t area? 

A. There are ten t r a c t s , one s t a t e t r a c t and nine 

f e d e r a l t r a c t s . 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as EOG E x h i b i t Number 1, i d e n t i f y t h i s and 

review i t f o r Mr. Stogner? 

A. E x h i b i t Number 1 i s a photocopy of a Midland Map 

Company map, which o u t l i n e s the u n i t acreage and the 

adjacent acreage. The u n i t i s o u t l i n e d i n red and 

comprises a l l or p a r t s of e i g h t s e c t i o n s . 

Q. Let's go t o E x h i b i t Number 2. Would you i d e n t i f y 

t h i s , please? 

A. E x h i b i t Number 2 i s the E x h i b i t "A" and "B" from 

the u n i t agreement. The f i r s t p a r t of E x h i b i t Number 2 i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8_ 

the ownership schedule s e t t i n g out the t r a c t s and t h e i r 

ownership by lessor, lessee, o v e r r i d i n g r o y a l t y owner and 

working i n t e r e s t . 

The second p a r t of E x h i b i t 2 i s a p l a t which i s 

E x h i b i t "A" t o the u n i t agreement, which outline's the u n i t 

and designates the t r a c t s f o r the u n i t . 

Q. Each of the t r a c t s i n the f i r s t p a r t of t h i s 

e x h i b i t are numbered, and then those numbers correspond t o 

the numbers w i t h i n the u n i t boundary on the p l a t ; i s t h a t 

r i g h t ? 

A. Yes, they do. 

Q. What percentage of the land i n the u n i t area i s 

f e d e r a l land? 

A. The f e d e r a l acreage covers 3475.81 acres, which 

i s 97.75 percent. 

Q. And the s t a t e land i s the remainder of the 

acreage? 

A. 8 0 acres, which i s 2.2 5 percent of the u n i t 

o u t l i n e . 

Q. Would you i d e n t i f y EOG E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s the u n i t agreement. I t i s a 

standard s t a t e / f e d e r a l form, r e v i s e d i n January of 1992. 

I t ' s a t y p i c a l form, s t a t e w a t e r f l o o d , s t a t e / f e d e r a l / f e e , 

shows the character of the lands, provides f o r 

w a t e r f l o o d i n g , sets out the basis f o r p a r t i c i p a t i o n of each 

STEVEN T. BRENNER, CCR 
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of the p a r t i e s . 

And I would l i k e t o note a t t h i s point, t h a t i n 

the o r i g i n a l u n i t agreement t h e r e was a typo on page 6, i n 

the formula f o r p a r t i c i p a t i o n . A d e s c r i p t i o n of the 

d e f i n i t i o n of B f o r t h a t formula was i n c o r r e c t . I t showed 

what was i n the standard form, which was t o t a l cumulative 

p r o d u c t i o n . Instead i t should show and has been c o r r e c t e d 

t o show t h a t t h a t item i s net p o r o s i t y acre f e e t . 

Q. Now, when you c o r r e c t t h i s , are you i n any way 

changing the percentage of u n i t p r o d u c t i o n t h a t w i l l be 

a l l o c a t e d t o any i n t e r e s t owner i n the u n i t area? 

A. No, we are not. The formula was prepared, and 

the numbers s t i l l correspond. I t was j u s t a typo. 

Q. So t h i s i s j u s t a t y p o g r a p h i c a l e r r o r ? 

A. That i s c o r r e c t . 

Q. Does t h i s u n i t agreement provide f o r p e r i o d i c 

f i l i n g of plans of development? 

A. Yes, i t does. 

Q. And w i l l EOG f i l e these plans of development 

w i t h the O i l Conservation D i v i s i o n a t the same time i t 

f i l e s w i t h other government agencies? 

A. Yes, we w i l l . 

Q. Attached t o E x h i b i t 3 are copies of the 

r a t i f i c a t i o n s of t h i s agreement which you have obtained t o 

date; i s t h a t correct? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. Would you i d e n t i f y what has been marked as EOG 

E x h i b i t Number 4? 

A. E x h i b i t Number 4 I s the u n i t o p e r a t i n g agreement. 

I t i s on a 1982 AAPL form, 610. 

Q. And b a s i c a l l y what does t h i s agreement provide? 

A. I t provides f o r and o u t l i n e s u p e r v i s i o n and 

management of the u n i t , defines the r i g h t s and d u t i e s of 

a l l p a r t i e s , names EOG Resources, I n c . , as operator, shows 

how investment and cost are t o be shared, and e s t a b l i s h e s 

the v o t i n g procedures f o r decisions t o be made by the 

working i n t e r e s t owners. 

I t also contains the COPAS s e t t i n g f o r t h the 

accounting procedures, showing how costs w i l l be a l l o c a t e d 

and paid. I t contains several standard energy p r o v i s i o n s , 

and t h e r e are no major amendments. 

Q. Has EOG reviewed the u n i t p lan and these 

agreements w i t h the Bureau of Land Management? 

A. Yes, we have. 

Q. And what i s the s t a t u s of the approval process a t 

the BLM? 

A. At t h i s p o i n t we have a p r e l i m i n a r y approval from 

the BLM. 

Q. Would you i d e n t i f y E x h i b i t 4A? 

A. 4A i s a faxed memo from Les Babyak, w i t h the 

STEVEN T. BRENNER, CCR 
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Roswell BLM o f f i c e , s e t t i n g f o r t h h i s recommendation t h a t 

the u n i t be approved and designating i t as a l o g i c a l u n i t 

f o r e x p l o r a t o r y and secondary development. 

Q. And you have requested the f i n a l l e t t e r 

d e s i g n a t i n g the u n i t area from the BLM? 

A. Yes, we have. 

Q. And t h a t has not yet been received? 

A. That has not y e t been received. 

Q. You, i n f a c t , expect — hope t o have i t today but 

expect t o receive i t i n the next few days? 

A. That i s c o r r e c t . 

Q. W i l l t h a t be submitted t o the OCD? 

A. I t w i l l be submitted immediately. 

Q. But t h i s i s the i n t e r n a l memo t h a t i s the 

recommendation f o r approval i n t e r n a l l y ? 

A. That's c o r r e c t , the p r e l i m i n a r y approval. 

Q. Have you reviewed t h i s proposed u n i t w i t h t he 

State Land Office? 

A. Not per s o n a l l y . The contact w i t h the State Land 

O f f i c e has been conducted through our l e g a l counsel, B i l l 

Carr. 

Q. And are you aware of what response we have 

received from the State Land O f f i c e ? 

A. We're not aware of any o b j e c t i o n s . And as a 

matter of f a c t , we changed the u n i t form agreement a t the 

STEVEN T. BRENNER, CCR 
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request or demand of the State Land O f f i c e t o use the 

w a t e r f l o o d u n i t agreement form. 

MR. CARR: Mr. Examiner, we o r i g i n a l l y proposed 

the u n i t on a s t a t e e x p l o r a t o r y form, but because the long-

term plans f o r the u n i t , which we w i l l review w i t h you 

l a t e r , provide f o r w a t e r f l o o d i n g , the Land O f f i c e r e q u i r e d 

t h a t we use the w a t e r f l o o d form. The form has been 

changed. They have 2.3 percent of the i n t e r e s t i n the u n i t 

area, and we are expecting the l e t t e r from them as soon as 

the BLM approval i s obtained, and so t h a t w i l l a lso be 

submitted t o you on r e c e i p t . 

Q. (By Mr. Carr) Mr. Cunningham, what percentage of 

the working i n t e r e s t ownership i n the u n i t area i s 

v o l u n t a r i l y committed? 

A. 100 percent of the working i n t e r e s t . 

Q. And the r a t i f i c a t i o n s showing t h a t you have 100 

percent of the working i n t e r e s t are attached? 

A. Are contained i n the u n i t agreement, yes. 

Q. What percent of the r o y a l t y i n t e r e s t would be 

committed t o the u n i t ? 

A. Once we have a f i n a l approval of the State Land 

O f f i c e and the BLM we w i l l have 100 percent of a l l base 

r o y a l t y committed t o the u n i t . 

Q. And what percent of the o v e r r i d i n g r o y a l t y 

i n t e r e s t do you now have? 

STEVEN T. BRENNER, CCR 
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A. At h i s date we have 100 percent of the o v e r r i d i n g 

r o y a l t y i n t e r e s t approval. 

Q. So a t t h i s p o i n t i n time we have a 100-percent 

v o l u n t a r y commitment t o t h i s u n i t plan? 

A. Yes, s i r . 

Q. And we're here today because the State Land 

O f f i c e approval, they've i n d i c a t e d , would r e q u i r e an 

approval order from the Divis i o n ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Could you i d e n t i f y what has been marked as EOG 

E x h i b i t Number 5? 

A. Yes, t h i s i s the a f f i d a v i t from Campbell, Carr, 

Berge and Sheridan, confirming n o t i c e of t h i s hearing has 

been given, r e q u i r e d by OCD r u l e s and r e g u l a t i o n s . 

Q. I f we look a t t h i s a f f i d a v i t , the only p a r t y 

n o t i f i e d i s the Bureau of Land Management; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

Q. As t o the u n i t p o r t i o n of the case, w i t h 100-

percent v o l u n t a r y commitment, there was no one t o n o t i f y ; 

i s t h a t r i g h t ? 

A. There was no requirement f o r n o t i f i c a t i o n . 

Q. This n o t i f i c a t i o n and t h i s a f f i d a v i t addresses 

the p i l o t w a t e r f l o o d p o r t i o n of the case; i s t h a t r i g h t ? 

A. That i s c o r r e c t . 

Q. I s EOG the only leasehold operator w i t h i n the 
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area of review f o r the proposed p i l o t i n j e c t i o n w e l l ? 

A. Yes, t h a t i s c o r r e c t . 

Q. And so t h i s n o t i c e i s provided i n accordance t o 

r u l e s t o n o t i f y the owner of the surface of the land? 

A. That's c o r r e c t , which i s the BLM. 

Q. Were E x h i b i t s 1 through 5 e i t h e r prepared by you 

or compiled under your d i r e c t i o n and supervision? 

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Stogner, we would 

move the admission i n t o evidence of EOG Resources, In c . , 

E x h i b i t s 1 through 5. 

EXAMINER STOGNER: E x h i b i t s 1 through 5 w i l l be 

admitted. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Cunningham. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Cunningham, r e f e r r i n g t o E x h i b i t Number 2, 

who was the l a s t o v e r r i d i n g r o y a l t y t o r a t i f y ? 

A. I t was A.G. Andrikopoulos, J.K. Andrikopoulos and 

Dorothy Tucker Trust. 

Q. And when d i d you get t h e i r r a t i f i c a t i o n s ? 

A. Those r a t i f i c a t i o n s were received on Tuesday. 

Q. Tuesday, t h a t would have been what, the 16th? 

A. The 16th. 

STEVEN T. BRENNER, CCR 
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Q. Okay, l e t ' s take a look a t the s t a t e t r u s t lands 

i n t h i s area here. I s t h a t j u s t an 80-acre t r a c t t h a t ' s 

over t h e r e i n what, Section 7? 

A. Seven, yes, s i r . 

Q. Now, i n i t i a l l y where would the l o c a t i o n of the 

water i n j e c t i o n w e l l s be from t h i s s t a t e land? 

A. They w i l l be t o the southwest, approximately 

about, oh, a mi l e , a mile and a quart e r . 

Q. Okay. Have you had more than one meeting w i t h 

the State Land O f f i c e on t h i s matter? 

MR. CARR: Mr. Stogner, I've done t h a t p a r t of 

i t . I can t e l l you, I have met w i t h the Land O f f i c e on two 

occasions concerning t h i s , once when they contacted us t h a t 

they wanted the form changed, and once subsequent t o t h a t 

time, I met w i t h Mr. Martinez who agreed t h a t the form we 

were using was appropriate f o r the u n i t . 

Q. (By Examiner Stogner) Now, you had mentioned 

something, Mr. Cunningham, on the u n i t agreement, a typo? 

A. Yes, s i r . 

Q. Has t h a t document been prepared and d i s t r i b u t e d 

t o both the Land O f f i c e and the BLM? 

A. Yes, s i r . 

EXAMINER STOGNER: Mr. Carr, could you see t h a t I 

get a copy of a t l e a s t t h a t page, so I can --

MR. CARR: Yes, s i r . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

16 

EXAMINER STOGNER: — i n s e r t i t i n here? 

MR. CARR: Yes, s i r , we w i l l . 

Q. (By Examiner Stogner) Okay. Now, the op e r a t i n g 

agreement, does t h i s c o n t a i n what the State Land O f f i c e 

wanted you t o change, or the formula, or whatever i t was 

they had you — 

A. The u n i t operating agreement, the State Land 

O f f i c e had no requirements on. I t was on the u n i t 

agreement. We o r i g i n a l l y s t a r t e d out using an e x p l o r a t o r y 

u n i t agreement form, and a t t h e i r request we changed t h a t 

t o a s t a t e / f e d e r a l / f e e w a t e r f l o o d u n i t agreement form. 

Q. Okay, and t h a t ' s what you have — other than the 

typo, t h a t ' s what you have submitted as E x h i b i t Number 3; 

i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. On page number 2 of your u n i t agreement, the 

u n i t i z e d formation, am I reading t h i s c o r r e c t t h a t only a 

p o r t i o n of the Bone Springs i s t o be u n i t i z e d ? 

A. Yes, s i r , i t ' s the t h i r d Bone Springs sand, from 

the top of t h a t sand t o the bottom of t h a t sand., 

Q. And t h a t i s a p o r t i o n of what I understand i s the 

Red Hills-Bone Spring Pool? 

A. I bel i e v e t h a t ' s c o r r e c t . 

MR. CARR: Yes, t h a t ' s r i g h t . 

Q. (By Examiner Stogner) You're aware t h a t t h a t 
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u n i t i z e d formation i s s t i l l going t o t i e up the remainder 

of t h a t pool and t h a t t h a t w i l l not be subleased? 

A. Correct. 

Q. Okay, good. Or I should say sub-operated, I 

should say. 

When d i d you commence p u t t i n g t h i s u n i t together 

f o r t h i s purpose? 

A. We o r i g i n a l l y s t a r t e d approximately i n December 

of 1999 and January of 2 000. We s t a r t e d out using the 

ex p l o r a t o r y u n i t form and t r y i n g t o go t h a t r o u t e . 

Q. And t h a t 1 s when you began t o contact the 

o v e r r i d i n g r o y a l t i e s and the working i n t e r e s t s ? 

A. Yes, s i r . The o r i g i n a l contact was w i t h the BLM 

and the State Land O f f i c e , t o gain t h e i r i n p u t and approval 

on what we were attempting t o do. Subsequent t o t h a t , 

then, we fo l l o w e d through w i t h g a i n i n g the approval of the 

o v e r r i d i n g r o y a l t y owner. 

Q. How about the lease e x p i r a t i o n s , which -- Do you 

have the e a r l i e s t lease e x p i r a t i o n date t h a t ' s a f f e c t e d by 

t h i s pool? 

A. A l l the t r a c t s w i t h i n t h i s u n i t are HBP. 

Q. HBP. 

A. Held by production. 

EXAMINER STOGNER: Okay. Okay, any other 

questions of t h i s witness? 
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MR. CARR: I have no f u r t h e r questions of t h i s 

witness. 

EXAMINER STOGNER: You may be excused. 

Mr. Carr? 

MR. CARR: Mr. Stogner, at t h i s time we would 

c a l l Randy Cate. 

RANDALL S. CATE, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. Cate, would you s t a t e your f u l l name f o r the 

record, please? 

A. Yes, i t ' s Randall Cate. 

Q. Where do you reside? 

A. I n Midland, Texas. 

Q. By whom are you employed? 

A. I'm employed by EOG Resources, Inc. 

Q. And what i s your p o s i t i o n w i t h EOG Resources? 

A. I'm a p r o j e c t r e s e r v o i r engineer. 

Q. Mr. Cate, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n r e s e r v o i r engineering accepted 
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and made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

these consolidated cases? 

A. Yes. 

Q. And have you made an engineering study of the 

p o r t i o n of the Red Hills-Bone Spring Pool which i s i n v o l v e d 

i n t h i s case? 

A. Yes, I have. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Cate, have you prepared 

e x h i b i t s f o r p r e s e n t a t i o n here? 

A. Yes, I have. 

Q. Let's go t o what has been marked as E x h i b i t 

Number 6, and I ' d ask you t o i d e n t i f y t h i s and review i t 

f o r Mr. Stogner. 

A. E x h i b i t Number 6 i s the Red Hills-Bone Spring 

F i e l d s t r u c t u r e map. The proposed Red H i l l s North U n i t 

o u t l i n e i s the dashed black l i n e . 

P r i m a r i l y , the s t r u c t u r e out here i s g e n t l y 

d i p p i n g about 50 t o 100 f e e t per mile i n a n o r t h - t o - s o u t h 

r e g i o n a l , and t o date there has not been a water l e g found 

i n the southern p o r t i o n or the most downdip r e g i o n here. 
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And when we go t o the isopach I ' l l show you t h a t p r i m a r i l y 

the r e s e r v o i r q u a l i t y degenerates, and t h a t ' s what defines 

the l i m i t s of the f i e l d . 

Also i n blue i s the two cr o s s - s e c t i o n t r a c e s , one 

going through the f i e l d west t o east and one g e n e r a l l y i n a 

n o r t h t o south. 

Q. Let's go t o the isopach map, E x h i b i t Number 7. 

Would you review t h i s f o r Mr. Stogner? 

A. E x h i b i t Number 7 i s a net sand isopach w i t h a 

d e n s i t y c u t o f f of 12 percent. Again, the proposed Red 

H i l l s North U n i t o u t l i n e i s i n the dashed black. A l l the 

o i l w e l l s — there are 39 of them, producers — are the 

black dots w i t h i n the u n i t o u t l i n e . 

The red l i n e s are the proposed h o r i z o n t a l w e l l s 

t h a t we w i l l d r i l l as the f i r s t p a r t of t h i s u n i t i z e d 

p r o j e c t . And the one i n the center t h e r e , c a l l e d the 

Hallwood "12" Federal 11 i s our f i r s t h o r i z o n t a l w e l l t o be 

d r i l l e d . 

Q. And the h o r i z o n t a l d r i l l i n g program i s a 

subsequent plan t h a t EOG has f o r t h i s u n i t , t h a t i s a f t e r 

you go i n and recomplete the i n j e c t i o n w e l l which i s the 

sub j e c t of today's hearing; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Could you i d e n t i f y f o r Mr. Stogner the l o c a t i o n 

of the proposed i n j e c t o r ? 
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A. The proposed i n j e c t o r would be converted producer 

Vaca "1311 Number 2, which i s i n the extreme southwest 

s e c t i o n of the u n i t , and Well Number 2 i s approximately 

1980 f e e t from the east l i n e and 660 from the n o r t h l i n e of 

Section 13. 

Q. Why was t h i s w e l l selected as the candidate f o r 

the i n i t i a l p i l o t i n j e c t o r well? 

A. As can be seen — Well, t h i s p o r t i o n of the f i e l d 

was the i n i t i a l discovery area, and we i n i t i a l l y d r i l l e d 

these w e l l s on 40-acre spacing. The subsequent r e s e r v o i r 

data showed t h a t 8 0 acres was more a p p r o p r i a t e , and we d i d 

come i n , of course, and get the f i e l d r u l e s t o r e f l e c t 

t h a t . So t h i s 40-acre spacing w i l l a l l o w us t o monitor the 

response of the f l o o d much more q u i c k l y . 

Q. Are you ready t o go t o the cross-section? 

A. Yes, s i r . 

Q. Cross-section A-A'? Take t h a t out, please, the 

west-east cross-section. 

A. This cross-section i s west t o east, and i t shows 

what I a l l u d e d t o e a r l i e r , t h a t i f you s t a r t on the w e l l t o 

the l e f t , which i s the B e l l Lake 11 Federal Number 1, the 

t h i r d Bone Spring i n t e r v a l i s present, but i t has no pay, 

and i t i s s i l t y , carbonaceous and very shaly. And of 

course t h a t w e l l i s outside the r e s e r v o i r l i m i t s . 

The second w e l l from the l e f t , the Hallwood 12 
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Federal Number 9, which i s a decent producer and w i t h i n the 

l i m i t s of the f i e l d , as can be seen on the curve t o the 

l e f t — I'm so r r y , the curve t o the r i g h t i s a c r o s s - p l o t 

d e n s i t y neutron t h a t i s shaded i n , and t h a t scale i s what 

we t y p i c a l l y use on our f i e l d logs w i t h a scale of minus 10 

p o r o s i t y a t the r i g h t t o 30. 

The one a t the middle i s a computer-processed 

p o r o s i t y which i s — density and neutrons are co r r e c t e d . 

And we use t h a t f o r our Eclipse s i m u l a t i o n , but t o p i c k our 

pro d u c t i v e l i m i t s of the f i e l d we use the t y p i c a l l o g , and 

we have chosen a c r o s s p l o t p o r o s i t y of 12 percent. Net 

sand i s also picked on crossover. 

But the main t h i n g i n these cross-sections i s t o 

i n d i c a t e the outer — When you're outside the p r o d u c t i v e 

l i m i t s of the f i e l d , t here i s no — or v i r t u a l l y no 

c r o s s p l o t p o r o s i t y showing up. 

Now, w i t h i n the f i e l d the t h i r d w e l l from the 

l e f t i s the Hallwood 12 Federal Number 6, which i s 

i n d i c a t e d i n the u n i t agreement as the w e l l t h a t d e fines 

the t h i r d Bone Springs sand i n t e r v a l . And as can be seen, 

the t o t a l sand thickness i s approximately 14 0 f e e t a t t h a t 

p o i n t . 

The f a r w e l l t o the r i g h t , once again, the 

Diamond 8 Federal Number 2, which was d r i l l e d as a dry 

hole, and again the p o r o s i t y l o g shows no crossover, no 
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i n d i c a t e d net pay a t a l l . 

Q. A l l r i g h t , l e t ' s go t o your c r o s s - s e c t i o n B-B', 

the north-south cross-section. Again, the t r a c e i s shown 

on the s t r u c t u r e map — 

A. On the s t r u c t u r e map the tra c e s are shown, and — 

Q. — and i f you would review t h i s f o r the Examiner? 

A. I p r e t t y much went and b u i l t t h i s c r o s s - s e c t i o n 

j u s t t o show the l i m i t s of the f i e l d . I stayed on the 

n o r t h l i m i t s t o show t h a t the Diamond 3 6 Number 2 has no 

e f f e c t i v e pay. That's the w e l l t o the f a r north, o f the 

cro s s - s e c t i o n . 

The w e l l , the Hallwood 1 Number 1, also has no 

e f f e c t i v e net sand. That's the w e l l second from the l e f t , 

and i t ' s i n the very n o r t h p o r t i o n of the u n i t . Now, i t ' s 

included w i t h i n the u n i t boundary, because the p r o r a t i o n 

u n i t of the Hallwood 1 Number 7, which i s the w e l l j u s t due 

south, i s a producer. And t h a t ' s why t h a t Number 1 i s 

included. But i t does help e s t a b l i s h the p r o d u c t i v e l i m i t s 

of the f i e l d . 

The Diamond 6 Number 1 i s also a w e l l t h a t has no 

e f f e c t i v e pay i n i t . That's the t h i r d one from the l e f t , 

and we're s t a r t i n g t o move toward the east, the northeast 

of t he f i e l d . 

I then drop down through the middle of the f i e l d , 

and as can be seen there i s net pay showing on the next two 
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logs, the Half 6 Number 1 and the Red H i l l s 7 Number 1. 

And then again t o two of the edge w e l l s t h a t were 

completed but very poor producers, the Half 8 Federal 

Number 1, which i s two from the r i g h t , and the J a v e l i n a 17, 

which i s the l a s t w e l l t o the r i g h t . Very poor edge 

producers, as can be seen by the logs. They have l i t t l e or 

no e f f e c t i v e net pay. 

Q. Mr. Cate, are the proposed u n i t boundaries 

reasonable and appropriate? 

A. Yes, we through our d r i l l i n g program out here 

have reasonably defined the l i m i t s of the f i e l d . 

Q. I n your opinion, i s t h i s an area t h a t can 

l o g i c a l l y be developed under a u n i t plan? 

A. Yes. 

Q. I ' d l i k e you a t t h i s time t o r e f e r t o what has 

been marked as EOG E x h i b i t Number 10, e n t i t l e d Red H i l l s 

Proposed U n i t Status and Planned A c t i v i t y . I t h i n k i t 

would be u s e f u l i f you could review the i n f o r m a t i o n on t h i s 

e x h i b i t and a t the same time summarize f o r Mr. Stogner 

EOG's plans f o r the long-term development of t h i s 

r e s e r v o i r . 

A. Yes, I prepared t h i s simply as a k i n d of a 

summary of the s t a t u s and planned a c t i v i t y f o r t h i s u n i t . 

Under the s t a t u s , we do have 39 producers i n t h i s f i e l d . 

Cumulative production through May, 2 000, i s 5.5 m i l l i o n 
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b a r r e l s of o i l and 8 BCF of gas. Current producing r a t e 

f o r the f i e l d i s almost 1600 b a r r e l s per day. 

The primary EUR p r e d i c t e d by d e c l i n e — and we've 

got a r e s e r v o i r s i m u l a t o r , Eclipse model, t h a t we use t o do 

our p r e d i c t i o n s , and the EUR on primary p r o d u c t i o n should 

approach 12.7 m i l l i o n b a r r e l s . 

The c u r r e n t average bottomhole pressure i s 5100 

pounds. Now, under the r e s e r v o i r parameters the. o r i g i n a l 

bottomhole pressure was 9500 pounds. The bubble-point 

pressure, as determined by PVT a n a l y s i s , i s 3844 pounds. 

We are s t i l l — The r e s e r v o i r i s s t i l l above the bubble 

p o i n t , and w i l l be f o r approximately another t h r e e years. 

We plan t o have a f i v e - t o seven-well h o r i z o n t a l 

program. Again, those were o u t l i n e d i n red on the net sand 

thic k n e s s isopach, which was E x h i b i t Number 7. And these 

w e l l s w i l l -- are p r e d i c t e d t o increase our primary 

u l t i m a t e recovery by about a h a l f a m i l l i o n b a r r e l s and 

q u i t e a b i t of gas, due t o lowering the abandonment 

pressure of the r e s e r v o i r . But there i s approximately 86 

m i l l i o n b a r r e l s of o i l i n place, and i n order t o get t h a t 

o i l out, we w i l l need t o do a secondary recovery process 

and p o s s i b l y a t e r t i a r y recovery. So we have modeled t h a t 

i n our Eclipse s i m u l a t i o n . And the p r e d i c t e d recovery, or 

incremental recovery, from a secondary water i n j e c t i o n i s 

approximately 10 m i l l i o n b a r r e l s . 
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So our plan would be t o d r i l l these h o r i z o n t a l 

l a t e r a l s and then most l i k e l y convert those l a t e r a l s and 

some of the v e r t i c a l w e l l s and go t o a f u l l - s c a l e 

w a t e r f l o o d . But i n i t i a l l y we w i l l s t a r t our p i l o t p r o j e c t 

and c o l l e c t the necessary data i n t h i s Vaca 13 Number 2 

t h a t we have applied f o r . And we are studying gas 

i n j e c t i o n . 

The r e s e r v o i r i s very t i g h t — i t ' s approximately 

.2 m i l l i d a r c i e s -- and so there w i l l be some t e c h n i c a l 

challenges. But again w i t h t h a t much o i l s t i l l i n place, 

i t ' s a p r o j e c t t h a t needs t o be done. 

Q. So those are your long-term plans? 

A. Those are the long-term plans. 

Q. Today we're here t o h o p e f u l l y o b t a i n u n i t 

approval and approval of a p i l o t w a t e r f l o o d p r o j e c t ? 

A. That's r i g h t . 

Q. Let's go t o the p i l o t w a t e r f l o o d p r o j e c t , and I ' d 

ask you t o r e f e r t o what has been marked as EOG E x h i b i t 11 

and i d e n t i f y t h a t f o r the Examiner. 

A. Yes, E x h i b i t 11 i s the C-108, A p p l i c a t i o n f o r 

A u t h o r i z a t i o n t o I n j e c t i n the Vaca 13 Federal Number 2 

w e l l . 

Q. And t h i s i s not an expansion of an e x i s t i n g 

p r o j e c t , c o r r e c t ? 

A. That's c o r r e c t , t h i s w i l l be the i n i t i a l w e l l i n 
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the p i l o t area. 

Q. Now, Mr. Cate, we've numbered the pages i n t h i s 

e x h i b i t . Would you t u r n t o page 4, i d e n t i f y t h a t , and 

e x p l a i n t o Mr. Stogner what t h i s shows? 

A. Yes, page 4 shows the two-mile r a d i u s of 

i n v e s t i g a t i o n of a l l the w e l l s t h a t are shown, and then the 

area of review, the smaller c i r c l e , h a l f - m i l e c i r c l e , 

around the Vaca 13 Federal Number 2 t h a t w i l l be converted 

t o i n j e c t i o n . 

Q. And what i s the status of t h a t w e l l a t t h i s time? 

A. I t ' s c u r r e n t l y a producer, approximately 2 5 

b a r r e l s per day of o i l . 

Q. Could you i d e n t i f y what i s set f o r t h on pages 5 

through 11 of t h i s e x h i b i t ? 

A. Yes, pages 5 through 11 are wellbore schematics 

of the w e l l s w i t h i n the area of review. They show the 

surface and intermediate casing s t r i n g s , the cement — 

amount of cement t h a t was c i r c u l a t e d , the c u r r e n t producing 

p e r f o r a t i o n s and the t u b u l a r s t h a t are used t o produce the 

zone. 

Q. I s a l l the data r e q u i r e d by OCD Form C-108 set 

f o r t h on these w e l l - d a t a sheets? 

A. Yes, i t i s . 

Q. What i s E x h i b i t 12? 

A. E x h i b i t 12 i s a supplement t h a t i s i n t a b u l a r 
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form f o r the same data t h a t was j u s t shown on the 

schematics, but i t gives i t out i n a l i t t l e e a s i e r form f o r 

each of the w e l l s w i t h i n the area of review. 

Q. Let's go t o page 6 of E x h i b i t 11, the schematic 

on the i n j e c t i o n w e l l . Would you review the i n f o r m a t i o n on 

t h i s w e l l f o r the Examiner? 

A. Yes. This w e l l has got the surface casing set 

down t o 657 f e e t . We c i r c u l a t e d 52 sacks of cement t o the 

p i t . The 8-5/8 intermediate casing was set a t 5035 f e e t , 

through the s a l t s e c t i o n out t h e r e , and again c i r c u l a t e d 

cement t o the p i t s . The t h i r d Bone Springs sand i n t e r v a l 

t h a t i s p e r f o r a t e d and producing c u r r e n t l y i s a t 12,240 

f e e t t o 12,264 f e e t . 

These w e l l s were s t i m u l a t e d w i t h a f r a c t u r e 

treatment i n i t i a l l y . C u r r e n t l y , the w e l l has 2-7/8-inch 

t u b i n g i n t h e r e . We w i l l convert t h a t t o p l a s t i c c o a t i n g 

when we use i t f o r i n j e c t i o n . 

Q. W i l l the annular space be f i l l e d w i t h a f l u i d and 

equipped w i t h a pressure gauge a t the surface, as r e q u i r e d 

by the Federal Underground I n j e c t i o n Program? 

A. Yes, i t w i l l . 

Q. Are there any other o i l - p r o d u c t i o n zones i n the 

immediate area? 

A. No, t h e r e are not. 

Q. And what i s the source of the water t h a t you w i l l 
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be i n j e c t i n g i n t h i s well? 

A. The source of the water i n t h i s p i l o t p r o j e c t 

w i l l be produced water from the t h i r d Bone Springs sand, 

from the other 38 remaining producers, and i t averages 200 

t o 300 b a r r e l s per day a t t h i s p o i n t . 

Q. And so you're going t o j u s t be r e i n j e c t i n g back 

i n t o the formation water from the same zone — 

A. That's c o r r e c t . 

Q. — as the i n j e c t i o n i n t e r v a l ? 

A. That's r i g h t . 

Cj. What volumes t o you propose t o i n j e c t ? 

A. We bel i e v e t h a t 2 00 b a r r e l s per day would be the 

i n i t i a l volume. 

Q. And would be your maximum i n j e c t i o n reite? 

A. Up t o 500 b a r r e l s per day. 

Q. And t h i s w i l l be a closed system? 

A. Yes. 

Q. Do you propose t o i n j e c t under pressure? 

A. Yes, we do. 

Q. And what pressures do you propose t o use? 

A. The average i n j e c t i o n pressure should approximate 

3 000 pounds, w i t h a maximum up t o 37 00 pounds. 

Q. Now, t h i s pressure l i m i t a t i o n exceeds .2 pound 

per f o o t of depth, the top of the i n j e c t i o n i n t e r v a l , does 

i t not? 
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A. Yes, i t does. 

Q. Why are you recommending these pressures? 

A. The o r i g i n a l bottomhole pressure of t h i s 

r e s e r v o i r , i t i s an overpressured r e s e r v o i r of 9500 pounds. 

Ba c k - c a l c u l a t i n g t o an i n j e c t i o n pressure j u s t e q u i v a l e n t 

t o the o r i g i n a l bottomhole pressure gives us the 3700-pound 

maximum i n j e c t i o n pressure t h a t we're asking f o r , and we 

would most l i k e l y run i t around the 3000 pounds, though. 

But again, i t ' s only i n j e c t i n g h a l f what i t s o r i g i n a l 

pressure was. 

Q. Mr. Cate, i f you were approved t o inje:ct a t .2 

pound per f o o t of depth, would EOG be w i l l i n g t o go out and 

e s t a b l i s h t h a t you can i n j e c t a t the higher pressures by a 

witnessed s t e p - r a t e t e s t ? 

A. Oh, yes, i f t h a t ' s necessary, we would do t h a t . 

Q. Let's go t o what has been marked as E x h i b i t 

Number 13. W i l l you i d e n t i f y and e x p l a i n t h i s e x h i b i t , 

please? 

A. E x h i b i t Number 13 i s — I t covers p o r t i o n 11 of 

the C-108. I n i t i a l l y , when we looked f o r freshwater w e l l s 

w i t h i n a one-mile radius of the i n j e c t i o n w e l l , we d i d n ' t 

f i n d any. I had one of our engineering techs do the 

research, and he c a l l e d the State O f f i c e Engineers, and we 

d i d n ' t i n d i c a t e a freshwater w e l l a t the time. 

Subsequent t o t h a t , we continued our i n t e r n a l 
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review and found t h a t our d r i l l i n g department had a 

freshwater w e l l . I t ' s i n the northeast q u a r t e r of the 

northwest — of the northwest quarter of Section 13, so 

i t ' s approximately — I t ' s j u s t less than h a l f a m i l e due 

west of the Vaca 13 Number 2. And we also are a t t a c h i n g a 

water a n a l y s i s along w i t h t h a t . 

Q. Have you examined the a v a i l a b l e geologic and 

engineering data on t h i s r e s e r v o i r and found as a r e s u l t of 

t h a t examination any evidence of f a u l t s or other h y d r o l o g i c 

connections between the i n j e c t i o n zone and any other ground 

source of d r i n k i n g water? 

A. Yes, I've reviewed t h a t and I've found no 

i n d i c a t i o n of t h a t . 

Q. Mr. Cate, i n your o p i n i o n w i l l approveil of t h i s 

A p p l i c a t i o n and the implementation of t h i s p i l o t w a t e r f l o o d 

p r o j e c t i n the North Red H i l l s U n i t area be i n the best 

i n t e r e s t s of conservation, the prevention of waste and the 

p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 6 through 13 prepared by you or 

compiled a t your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

move the admission i n t o evidence of EOG E x h i b i t s 6 through 

13. 
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EXAMINER STOGNER: E x h i b i t s 6 through 13 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Cate. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Cate, r e f e r r i n g back t o E x h i b i t Number 10, 

since t h i s i s where your production data i s , you sa i d the 

cu r r e n t production from these 39 w e l l s i s about 1600 

b a r r e l s per day? 

A. Yes. 

Q. What i s the average w e l l d a i l y rate? 

A. Average w e l l d a i l y r a t e i s approximately 40 

b a r r e l s per day. 

Q. Now, you're seeking a w a t e r f l o o d p r o j e i c t . Does 

t h i s q u a l i f y as a wat e r f l o o d p r o j e c t f o r p r o d u c t i o n from a 

pool t h a t has t h a t r a t e of production? 

A. I'm not sure. 

EXAMINER STOGNER: Do you have a rulebook w i t h 

you, Mr. Carr? 

MR. CARR: I don't have one w i t h me, Mr. Stogner. 

Q. (By Examiner Stogner) F i r s t of a l l , what's a 

s t r i p p e r well? 

A. Ten b a r r e l s per day or les s . 

Q. Okay, and what's the d e f i n i t i o n between a 
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pressure maintenance p r o j e c t and a w a t e r f l o o d p r o j e c t ? 

A. Pressure maintenance p r o j e c t , from what I 

understand, occurs p r i o r t o reaching the bubble p o i n t on 

the r e s e r v o i r . That may not be what the -- I don't know i f 

t h a t ' s what the r u l e e x a c t l y says, but the engineering tech 

d i d c ontact t h i s o f f i c e t o f i n d out i f i t was — how we 

should c l a s s i f y t h i s p r o j e c t , and our understanding was t o 

c a l l i t pressure maintenance since i t was going t o be 

i n j e c t i n g t o maintain the pressure above the bubble p o i n t . 

Q. Okay, so you were t o l d t o c l a s s i f y i t as a 

pressure maintenance, but you're c l a s s i f y i n g — you're 

a d v e r t i s i n g i t as a waterflood? Am I seeing something 

wrong here? 

A. No, i t r e a l l y i s a pressure maintenance — 

Q. Oh, okay. 

A. — p r o j e c t . I guess the w a t e r f l o o d i s not a 

c o r r e c t term. 

Q. Okay, what about a p r o j e c t allowable? How are we 

going t o e s t a b l i s h t h a t once i n j e c t i o n s t a r t s ? 

A. Well, i n the p i l o t — You mean j u s t f o r the 

p i l o t , or f o r the f u l l scale? 

Q. Well, you t e l l me. Since you brought i t up, why 

don't you t e l l me how both are going t o be? 

A. For the p i l o t we be l i e v e t h a t the c u r r e n t d a i l y 

allowables of the o f f s e t producers are s u f f i c i e n t . I 
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b e l i e v e t h a t per 80 acres, those allowables are 660 b a r r e l s 

per day under the s p e c i a l f i e l d r u l e s t h a t are c u r r e n t l y 

e x i s t i n g . And t h a t should be more than p l e n t y t o handle 

any w a t e r f l o o d response on the p i l o t . 

Now, we w i l l come back or r e f i l e f o r the expanded 

w a t e r f l o o d a t such time we're ready t o implement t h a t . 

Frankly, i t w i l l be two t o three years before we're ready 

t o do t h a t , because we have t o get the h o r i z o n t a l program 

accomplished and re-engineer i t , and then w e ' l l be ready t o 

go. But a t t h a t p o i n t , i f we do need increased a l l o w a b l e 

w e ' l l , you know, ask f o r i t a t t h a t time. 

Q. Okay. E x h i b i t Number 7, you're showing here the 

proposed seven h o r i z o n t a l s w i t h two o p t i o n a l s . Now, i s i t 

EOG's i n t e n t t o maintain these as producers i f s u c c e s s f u l , 

or w i l l they complete a couple of these or several of these 

as i n j e c t o r s ? 

A. I n i t i a l l y , they would a l l be producers. 

Q. Okay. 

A. And we would draw the r e s e r v o i r pressure down t o 

a p o i n t , and then a t the time t h a t we're ready t o go w i t h 

the f u l l scale, then we'd most l i k e l y convert these 

h o r i z o n t a l w e l l s and several of the v e r t i c a l w e l l s t o 

i n j e c t o r s . 

Q. Okay. Now, how are these h o r i z o n t a l s going t o be 

d r i l l e d ? 
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A. T h e y ' l l be d r i l l e d , of course, v e r t i c a l down t o 

approximately 11,800 f e e t . We'll do a medium r a d i u s t h a t 

w i l l — We're going t o t a r g e t approximately 8900 f e e t 

subsea, which should keep us i n most of the pay, so w e ' l l 

do a medium r a d i u s , which i s approximately a 400-foot 

r a d i u s , s t a r t i n g a t 11,800 f e e t , put us i n t o the pay a t 

approximately 12,200 f e e t , d r i l l a 4000-foot l a t e r a l , case 

i t and most l i k e l y s t i m u l a t e w i t h a f r a c t u r e treatment, a 

sand f r a c t u r e treatment. 

Q. Okay, w i l l t h a t casing — I s t h a t going t o be 

cemented, or i s i t going t o be a p r e - p e r f o r a t e d casing? 

A. I t h i n k w e ' l l probably end up cementing. Our 

research shows t h a t you can get a l o t b e t t e r c o n t r o l of 

where your treatments go i f you spend the e x t r a money and 

j u s t cement the casing i n place. 

Q. Okay, now, how about the s t i m u l a t i o n of these 

h o r i z o n t a l wells? W i l l they be f r a c t u r e s or anything? 

A. Yes, I t h i n k t h a t our model shows that, we're 

probably going t o have t o do a sand f r a c , somewhere around 

a 500,000 g a l l o n treatment, and p o s s i b l y up t o a. m i l l i o n 

pounds of sand. 

Q. I'm assuming your f i r s t one i s going t o be the 

Number 11 well? 

A. That's c o r r e c t . 

Q. Let's t a l k about the type l o g . And a t t h i s p o i n t 
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E x h i b i t Number 3 shows t h a t the type l o g f o r the u n i t i z e d 

f o r m a t i o n would be the Hallwood 12 Well Number 6, and I 

b e l i e v e t h a t shows up on a subsequent e x h i b i t ; i s t h a t 

c o r r e c t ? 

A. Yes, on E x h i b i t Number 8, which i s the cross-

s e c t i o n A-A1 . 

Q. Let's t a l k about t h a t w e l l f o r a l i t t l e b i t . 

When you r e f e r t o E x h i b i t Number 8, you show the top of the 

t h i r d Bone Spring and the top of the Wolfcamp. Does t h a t 

correspond w i t h your u n i t i z e d formation d e s c r i p t i o n ? 

A. Yes, i t does. 

Q. Does the Bone Spring i n t h i s general area — i s 

i t confined j u s t t o t h i s t h i r d Bone Spring, or cire any of 

the other upper Bone Springs i n t e r v a l s productive? 

A. There are other producers i n — I t h i n k i t ' s 

c a l l e d the T r i s t e Draw f i e l d . I t h i n k t h a t ' s a f i r s t Bone 

Spring. But i t ' s about three or fo u r miles away. 

Wit h i n t h i s o u t l i n e and w i t h i n t h i s immediate 

area, t h e r e i s no other Bone Spring p r o d u c t i v e . 

Q. How about — Has there been some t e s t s t h a t you 

know of , or have shown? 

A. No, we p r e t t y much go o f f our mudlogs, and I j u s t 

don't b e l i e v e t h a t w i t h i n the u n i t o u t l i n e t h e r e w i l l be 

any other Bone Spring t h a t w i l l be considered p r o d u c t i v e . 

Q. And you understand also t h a t p r o d u c t i o n from t h i s 
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Bone Springs i s going t o t i e up a l l of the Bone Springs, 

since a l l the Bone Springs i s recognized as a pool? 

A. Yes. 

Q. Okay, your E x h i b i t Number 11, which i s the C-108, 

you show tops of cement on the w e l l s here. How was t h a t 

determined? C a l c u l a t i o n or through a temperature log? 

A. We run temperature logs and cement bond logs out 

t h e r e . 

Q. Okay. Now, d i d I understand you r i g h t t o say 

t h a t the i n j e c t i o n i n t e r v a l , you're not going t o have any 

new p e r f o r a t i o n s , you're going t o use the c u r r e n t perfs? 

A. We're going t o use the c u r r e n t p e r f o r a t i o n s . 

Q. Okay, what's going t o be f i r s t , the h o r i z o n t a l 

d r i l l i n g or the i n j e c t i o n well? 

A. Probably one or two of the h o r i z o n t a l s . We do 

have some work t o do on our system out t h e r e , the i n j e c t i o n 

system. But I a n t i c i p a t e p o s s i b l y up t o t h r e e months, we 

might be ready t o i n j e c t . And a c t u a l l y , the h o r i z o n t a l 

could p o s s i b l y go as soon as 30 days. I t h i n k t h a t w e l l i s 

p e r m i t t e d , permit i s approved. So we might a c t u a l l y spud 

the f i r s t h o r i z o n t a l before we s t a r t the p i l o t . 

Q. Okay now, you're r e f e r r i n g t o the perm i t f o r the 

h o r i z o n t a l on the Number 11? 

A. Yes, yes. 

Q. Okay, what's the proposed bottomhole l o c a t i o n or 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

38 

the end of t h i s h o r i z o n t a l as you say you have i t approved? 

A. Well, I don't have a copy of the a c t u a l 

bottomhole, but when we were de a l i n g w i t h t h a t p e r m i t we 

a c t u a l l y , I t h i n k , cut t h i s one short t o stop l e g a l l y , 330 

f e e t from the s t a t e land acreage f o r t h a t permit. But 

we're not going t o spud i t u n t i l we do receiv e u n i t 

approval. 

So even though i t ' s p e r m i t t e d , w e ' l l j u s t have t o 

f i l e a sundry n o t i c e w i t h the BLM t o go ahead and get t h a t 

whole 4000 f e e t . I s t h a t — I t h i n k t h a t — I s n ' t t h a t 

r i g h t , Larry? 

MR. CUNNINGHAM: (Nods) 

THE WITNESS: So the c u r r e n t bottomhole ending 

l o c a t i o n , or the l a t e r a l , w i l l stop sh o r t of the s t a t e 

lands as pe r m i t t e d r i g h t now, but our plan would be, once 

we rec e i v e the u n i t approval from the OCD and s t a t e lands 

and a l l , t h a t w e ' l l sundry n o t i c e t h a t and then extend the 

l e n g t h t o go ahead i n t o the s t a t e lands. 

Q. (By Examiner Stogner) I'm glad t o hear t h a t . I 

thought th e r e was a problem w i t h our p e r m i t t i n g process i n 

these h o r i z o n t a l s i f they took i n a f e d e r a l and a s t a t e 

lease w i t h o u t f i r s t having some s o r t of c o n s o l i d a t i o n . 

Thanks f o r s t r a i g h t e n i n g me up on t h a t . Of course i t was 

not the i n t e n t when Rule 111, as you know, was put 

t o g e t h e r . 
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A. Yes, we understand. 

Q. Thanks f o r s t r a i g h t e n i n g me out on t h a t . That's 

a r e l i e f t o hear t h a t there's not a problem w i t h t h a t 

p e r m i t t i n g process. 

What i s the c u r r e n t d i s p o s a l method on the waters 

coming o f f of these wells? 

A. We have an approved disposal w e l l — i t ' s the 

Vaca 3 0 — and i t would be, I guess — w e l l , the P i t c h f o r k 

Ranch f i e l d , which i s Morrow, and i t ' s o f f t o the 

northeast. There's approximately 3 0 w e l l s over t h e r e too. 

The Vaca 30 i s our disposal w e l l i n the area, and I t h i n k 

i t ' s a c t u a l l y i n the township t o the east i n Section 30. 

We do have a system out here t h a t c u r r e n t l y takes 

the water and disposes i n t o our own d i s p o s a l w e l l . 

Q. What's your c u r r e n t water p r o d u c t i o n from these 

3 9 w e l l s out there? 

A. I t averages between 2 00 and 3 00 b a r r e l s per day. 

Q. So i n i t i a l l y t h i s p i l o t p r o j e c t i s going t o take 

j u s t a very small percentage; i s t h a t c o r r e c t ? 

A. Probably — Well, probably 200 b a r r e l s a day, 

t h a t ' s what we're hoping t o get i n the ground. I t ' s p r e t t y 

t i g h t rock. 

Q. What are you expecting t o see w i t h your 

h o r i z o n t a l well? Do you expect t o see a decrease i n the 

water p r o d u c t i o n w i t h these h o r i z o n t a l s , or are they going 
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t o stay p r o p o r t i o n a t e l y the same as your v e r t i c a l ? 

A. We'd a n t i c i p a t e p r o p o r t i o n a t e l y the same, based 

on the f a c t t h a t we w i l l s t i m u l a t e i t w i t h a f r a c t u r e 

treatment t h a t w i l l b a s i c a l l y cause a l l the pay t o be open 

t o the well b o r e . 

Q. Are you modeling the h o r i z o n t a l s o f f of some 

other h o r i z o n t a l s i n the Bone Springs? Has t h a t been 

s u c c e s s f u l l y done out there very much? 

A. No. As a matter of f a c t , t h i s i s one of only two 

t h i r d Bone Springs sands t h a t we can f i n d t h a t ' s 

overpressured. The James Ranch has some -- That's i n Eddy 

County, James Ranch, Los Medanos f i e l d . But i t ' s s c a t t e r e d 

p r o d u c t i o n , and i t ' s not near the q u a l i t y of reserves t h a t 

t h i s i s . And then down south i n the Warwink f i e l d of 

Texas, they've got some t h i r d Bone Spring. 

But nobody has done the h o r i z o n t a l p r o j e c t out 

here, and t h i s i s p r i m a r i l y o f f of our modeling 

p r e d i c t i o n s . 

Q. When was t h i s pool discovered? 

A. I t was a recompletion of the Vaca 13 Number 1. I 

be l i e v e i t was November, 1993. November, 1993. I t might 

have been November, 1992, but I'm p r e t t y c e r t a i n i t ' s — 

Q. So most of these w e l l s are e a r l y 1990s vintage? 

A. Oh yes, yes. We haven't d r i l l e d out here f o r 

several years now. 
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Q. 5-1/2-inch casing t i e d back i n t o the 

in t e r m e d i a t e , as f a r as the cement goes? 

A. Yes, i t i s . 

Q. What i s the c u r r e n t pressure of the r e s e r v o i r out 

t h e r e now? 

A. Approximately 5100 pounds. 

Q. Now, i s t h a t an average throughout the p o o l , or 

what do you t h i n k ? Do you t h i n k i t might be a l i t t l e lower 

t h e r e where your p i l o t i s , since t h a t was the f i r s t w e l l s 

t h a t were d r i l l e d ? 

A. I'm s o r r y , I was going back over these 

schematics, and i t does appear t h a t a couple of the w e l l s 

don't have cement t i e d a l l the way back t o the 

in t e r m e d i a t e . 

Q. Okay, l e t ' s go back t o t h a t t o p i c . Which ones 

were you r e f e r r i n g to? 

A. Well, f o r instance, page 8, the Vaca 13 Number 4. 

I t does not -- I t appears t h a t our top of cement i s a t 5500 

f e e t versus the intermediate set a t 5053. So I wanted t o 

c o r r e c t t h a t statement I made e a r l i e r . 

Q. But w e l l back up the hole? 

A. Yes, yes, i t i s . And again, you know, the 

freshwater sands are up at 600 f e e t and above, and they are 

behind two s t r i n g s of pipe t h a t c i r c u l a t e d cement. 

Q. Well, a c t u a l l y , I'm glad you brought t h a t up 
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because I d i d have another question. Page 9, what happened 

t o t h i s wellbore? I t looks l i k e you've got a p e r f o r a t i n g 

gun stuck? 

A. Yes, t h a t i s probably the band guns t h a t were 

used t o shoot, and I imagine t h a t i t was j u s t dropped. 

Probably something t h a t could be f i s h e d . But a t t h i s p o i n t 

i t ' s not a detriment t o producing the w e l l or anything l i k e 

t h a t . 

Q. Were you involved w i t h the i n i t i a l p r o d u c t i o n or 

d r i l l i n g of these w e l l s out here? 

A. Yes. Yes, I've been the r e s e r v o i r engineer the 

e n t i r e l i f e of t h i s f i e l d . 

EXAMINER STOGNER: I can't t h i n k of anything 

f u r t h e r a t t h i s time. 

Anything else of t h i s witness? 

MR. CARR: (Shakes head) 

EXAMINER STOGNER: Okay, you may be excused. 

MR. CARR: Mr. Stogner, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

EXAMINER STOGNER: Okay, Mr. Carr, i f you could 

provide me a copy, l i k e I st a t e d e a r l i e r , of the 

co r r e c t e d — 

MR. CARR: — page 6. 

EXAMINER STOGNER: — page i n the u n i t agreement. 

MR. CARR: And we w i l l submit t o you as soon as 
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we re c e i v e them the f i n a l l e t t e r s from the BLM/State Land 

O f f i c e . We thought we had them today, and we may have them 

today, but w e ' l l get them t o you as soon as we rec e i v e 

them. 

EXAMINER STOGNER: Since there's n o t h i n g f u r t h e r 

i n Cases 12,399 and/or 12,329, then t h i s matter w i l l be 

taken under advisement. 

MR. CARR: Thank you. 

(Thereupon, these proceedings were concluded a t 

9:19 a.m.) 

* * * 

i * » ri«r*by certify that the fores^orns is 
a coirtpkte record of the proceedings in 
t&* Examiner hearing o f Case No. _ 
heard by me on_ 19 

Oil $M*tnrrtta» X^TWOHT 
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